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CERTIFICATE PERTAINING TO FOREIGN INTERESTS 

Submitted to the Central Intelligence Agency by Google Inc. 

May 14, 2004 

Question 1 : 

a. Do any foreign person(s), directly or indirectly, own or have beneficial 
ownership of 5% or more of the outstanding shares of your organization’s 
equity securities? 

ANSWER: No. 

b. Has any foreign person directly or indirectly subscribed 5% or more of your 
organization’s total capital commitment? 

ANSWER: No. 

Question 2: Does your organization directly or indirectly through your subsidiaries 
and/or affiliates, own 10% or more of any foreign interest? 


ANSWER: 

Question 3: Do any non-US citizens serve as members of your organization’s board of 
directors (or similar governing body), officers, executive personnel, general partners, 
regents, trustees or senior management officials? 


ANSWER: 


Question 4: Does any foreign person(s) have the power, direct or indirect, to control the 
election, appointment, or tenure of members of your organization’s board of directors (or 
similar governing body) or other management positions of your organization, or have the 
power to control or cause the direction of other decisions or activities of your 
organization? 

ANSWER: No. 

Question 5; Does your organization have any contracts, agreements, understandings, or 
arrangements with a foreign person(s)? 

If yes, for each instance, provide the name of the foreign person, country, percentage of 
gross income derived, and nature of involvement, including: 
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- Whether defense/nuclear related or not; 

Involvement with classified or export controlled technology; 

- Compliance with export control requirements; 

- where the organization has a large number of involvements are not 
defense/nuclear related and represent a small percentage of gross income, the 
explanation can be a generalized statement addressing the totals by country. 

ANSWER: Yes. Google generates revenue by selling online advertising through 
our AdWords and AdSense programs. The AdWords program allows businesses 
to place relevant ads targeted to search results or web content . The AdSense 
program allows the thousands of third-party websites that comprise the Google 
Network to deliver relevant ads that are relevant to search results or content on 
their website, with Google and those websites sharing advertising fees. 


Google has a contract with each of its advertisers and Google Network members. 
This is a large and diverse jrroun. currently numbering more than j I 

businesses and, individuals. 


Google's AdWords and AdSense advertising programs are not defense/nuclear- 
related technologies, and are not involved with classified or export-controlled 
technology, 

Google also sells the Google Search Appliance, an integrated hardware! software 
search solution for enterprise customers . The only country outside the United 
States in which Search Applianc es have b een sold is Canada. In 2003 , Canadian 
sales amounted to approximately of total search appliance revenue. To the 

best of Google ‘s knowledge, none of Google ‘s Canadian customers is 
defense/nuclear-related, or involved in classified or export-controlled technology. 
Following is a list of Google's Canadian search appliance customers in 2003; 
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In order to provide a complete picture of the nature of Google 5 business, we 
have attached as Appendix A to this Questionnaire the relevant portion of the 
Form S-l filing that Google recently made to the Securities and Exchange 

Commission. 

Question 6: Does your organization, whether as a borrower, surety, guarantor or 
otherwise have any indebtedness, liabilities or obligations to a foreign person(s)? 

ANSWER: No. 

Question 7: During your last fiscal year, did your organization derive: 

a s% or more of its total revenues or net income from any single foreign 
b. ST^ggregate 30% or more of its revenues fom foreign persons? 

If yes to either part of the question; 

. Provide overall percentage of income derived from foreign s ^ rc6B by 
country, nature of involvement, and type of services or pr • 

- Indicate if any single foreign source represents in excess of 5 /o of t 

revenues or net income. ... , , 

Indicate whether any classified information is involved. 

_ State whether facility is in compliance with applicable export contro 
requirements. 

ANSWER: 

(a) No. 

fh\ In 2003 Google 's non-US advertising revenue was 26% °f tot f revenue - 

5SS=KS ssssases— 


Country 


US; United 
States 


UK: United 
Kingdom 


Number of 
advertisers' 


Percentage 
of revenue 


DS: Germany 


If A 


d- 


e 
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JP; Japan 


CA: Canada 


NL Netherlands 


FR; Francs 


ES: Spam 


AU: Australia 


IT: Italy 


DK: Denmark 


CH; Switzerland 


AT: Austria 


SE: Sweden 


BR: Brazil 

- - - - - ■ } 


CN: China 


BE: Belgium 


NZ; New Zealand 

. . r .. - j 


IE: Ireland 

u l.r j - - - - - -- -1 


IL: Israel 


Ft: Finland 


TR: Turkey 


NO: Norway 


IN: India 



No single foreign source represents in excess of 5% of total advertising revenues 
or net income. No classified information is involved in Google's advertising 

programs. 

Question 8: Is 10% or more of your organization’s securities held in “nominee shares,” 
in “street names” or in some other method which does not disclose the beneficial owner? 


ANSWER: 


Question 9: Do any of the members of your organization’s board of directors (or similar 
governing body), officers, executive personnel, general partners, regents, trustees or 
senior management officials hold any positions with, or serve as consultants for, any 
foreign person(s)? 


ANSWER; 
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Question 10: Is there any other factor(s) that indicates or demonstrates a capability on 
the part of foreign persons to control or influence the operations or management of your 
organization? 

ANSWER:! 
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APPENDIX A: Except of Google's Form S*l, as filed with the Securities and Exchange 

Commission on April 29, 2004 

BUSINESS 

Overview 

Google is a global technology leader focused on improving die ways people connect with 
information. Our innovations in web search and advertising have made our web site a top Internet 
destination and our brand one of the most recognized in the world. We maintain the world’s largest online 
index of web sites and other content, and we make this information freely available to anyone with an 
Internet connection. Our automated search technology helps people obtain nearly instant access to relevant 
information from our vast online index, 

We generate revenue by delivering relevant, cost-effective online advertising. Businesses use our 
AdWords program to promote their products and services with targeted advertising. In addition, the 
thousands of third-party web sites that comprise our Google Network use our Google AdSense program to 
deliver relevant ads that generate revenue and enhance the user experience. 

Our Mission 

Our mission is to organize the world’s information and make it universally accessible and useful. We 
believe that the most effective, and ultimately the most profitable, way to accomplish our mission is to put 
the needs of our users first. We have found that offering a high-quality user experience leads to increased 
traffic and strong word-of-mouth promotion. Oui dedication to putting users first is reflected in ihree key 
commitments we have made to our users: 

• We will do our best to provide die most relevant and useful search results possible, independent 
of financial incentives. Our search results will be objective and we will not accept payment for 
inclusion or ranking in them. 

• We will do our best to provide the most relevant and useful advertising. If any element on a 
result page is influenced by payment to us, we will make it clear to our users. Advertisements 
should not be an annoying interruption, 

• We will never stop working to improve our user experience, our search technology and other 
important areas of information organization, 

We believe that our user focus is the foundation of our success to date. We also believe that this 
focus is critical for the creation of long-term value. We do not intend to compromise our user focus for 
short-term economic gain. 

How We Provide Value to Users, Advertisers and Web Sites 

Our Users 

We serve our users by developing products that enable people to more quickly and easily find, create 
and organize information. We place a premium on products that matter to many people and have the 
potential to improve their lives, especially in areas in which our expertise enables us to excel. 

Search is one Buch area. People use search frequently and the results are often of great importance to 
them- For example, people search for information on medical conditions, purchase decisions, technical 
questions, long-lost friends and other topics about which they care a great deal. Delivering quality search 
results requires significant computing power, advanced software and complex processes— areas m which 
we have expertise and a high level of focus. 

Communication is another such area, People increasingly rely on the Internet to communicate with 
each other. Gmail, our new email service (still in test mode), offers a gigabyte of free storage for each user, 
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along with email search capabilities and relevant advertising. Delivering an improved user experience in 
Gmail has similar in computing and software requirements. 

Some of the key benefits we offer to users include: 

Relevant and Useful Information. Our technologies sort through a vast and growing amount of 
information to deliver relevant and useful search results in response to user queries. This is an area of 
continual development for us. When we started the company five years ago, our web index contained 
approximately 30 million documents. We now index more than 4 billion web pages, or more than 100 times 
as much information. We are also constantly developing new functionality. Recent enhancements include 
personalization, which lets users specify interests to help our technology generate customized search 
results; and local search, which lets users look for web pages and businesses based on a certain geographic 
location. We also provide convenient links to specialized information, such as definitions, maps and travel 
information. 

Objectivity. We believe it is very important that the results users get from Google are produced 
with only their interests in mind. We do not accept money for search result ranking or inclusion. We do 
accept fees for advertising, but it does not influence how we generate our search results. The advertising is 
clearly marked and separated. This is similar to a newspaper, where the articles are independent of the 
advertising. Some of our competitors charge web sites for inclusion in their indices or for more frequent 
updating of pages. Inclusion and frequent updating in our index are open to all sites free of charge. We 
apply these principles to each of our products and services. We believe it is important for users to have 
access to the best available information and research, not just the information that someone pays for them 
to see. 

Global Access. We strive to provide Google to everyone in the world. Users from around the world 
visit our destination sites at Google.com and our 95 other international domains, such as Google.de, 
Google.fr, Google.co.uk, Google.co.jp and Google.ca. The Google interface is available in 97 languages. 
Through Google News, we offer an automated collection of frequently updated news stories tailored to 10 
international audiences. We also offer automatic translation of content between various languages. We 
provide localized versions of Google in many developing countries. Although we do not currently recover 
our costs in these countries, we believe providing our products and services is an important social good and 
a valuable long-term business investment, 

Ease of Use. We have always believed that the most useful and powerful search technology hides 
its complexity from users and provides them with a simple, intuitive way to get the information they want. 
We have devoted significant efforts to create a streamlined and easy-to-use interface based on a clean 
search box set prominently on a page free of commercial clutter. We have also created many features that 
enhance the user experience. Our products present these features when we believe they will be most useful, 
rather than promoting them unnecessarily. For example, Google WebSearch offers maps when a search 
appears to be for a geographic location. 

Pertinent , Useful Commercial Information . The search for information online often involves an 
interest in commercial information — researching a purchase, comparing products and services or actively 
shopping. We help people find commercial information through our search services and by presenting ads 
that are relevant to the information people seek. To ensure we display only the most relevant commercial 
information, our technology automatically rewards ads that users prefer and removes ads that users do not 
find helpful. For example, among our search services, we offer Froogle, a search engine for finding 
products for sale online. 

Our Advertisers 

As more people spend additional time and money online, advertisers are increasingly turning to the 
Internet to market iheir products and services to consumers, For these advertisers, we offer Google 
AdWords, an auction-based advertising program that enables them to deliver relevant ads targeted to search 
results or web content. Our AdWords program provides advertisers with a cost-effective way to deliver ads 
to customers across Google sites and through the Google Network. The advertisers using AdWords range 
from small businesses targeting local customers to many of the world’s largest global enterprises. 
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The Ad Words program offers advertisers the following benefits: 

Effective Return on Investment. Many advertising dollars are wasted because they are spent 
delivering messages that are ignored or that reach too broad an audience. With Google AdWords, 
businesses can achieve greater cost-effectiveness with their marketing budgets for two reasons — AdWords 
shows ads only to people seeking information related to what the advertisers are selling, and advertisers pay 
us only when a user clicks on one of their ads. Because we offer a simple ad format, advertisers can avoid 
incurring significant design, copywriting or other production costs associated with creating ads. As a result, 
even small advertisers find AdWords cost-effective for connecting with potential customers, In addition, 
advertisers can easily create many different ads, increasing the likelihood that an ad is exactly suited to a 
user’s search, Users can find advertisements for exactly what they are seeking, and advertisers can find 
users who want exactly what they are offering. When the interests of users and advertisers align, both are 
well served. 

Access to the Google Network. We serve AdWords ads to the thousands of third-party web sites 
that make up the Google Network. As a result, advertisers that use our AdWords program can target users 
on our sites and on search and content sites across the web. This gives advertisers increased exposure to 
people who are likely to be interested in their offerings. The Google Network significantly enhances our 
ability to attract interested users, 

Precise Campaign Control. Google AdWords gives advertisers hands-on control over most 
elements of their ad campaigns. Advertisers can specify the relevant search or content topics for each of 
their ads. Advertisers can also manage expenditures by setting a maximum daily budget and determining 
how much they are willing to pay whenever a user clicks on an ad, Our online tracking tools and reports 
give advertisers timely updates on how well their campaigns are performing and enable them to make 
changes or refinements quickly. Advertisers can also target their campaigns by neighborhood, city, country, 
region or language. 

Global Support, We provide customer service to our advertiser base through our global support 
organization as well as through field sales offices in 1 1 countries. AdWords is available on a self-service 
basis with email support. Advertisers with more extensive needs and budgets can request strategic support 
services, which include an account team of experienced professionals to help them set up, manage and 
optimize their campaigns. 

Web Sites 

Nearly every web site in the world is indexed and made searchable by Google, Our users do searches 
and are directed to relevant web sites. Google provides a significant amount of traffic to web sites with 
which we have no business relationship. Many web sites are able to generate revenue from that traffic, but 
others have difficulty doing so, We are enthusiastic about helping sites make money and thereby 
facilitating the creation of better content to search, If there is better content on the web, people are likely to 
do more searches, and we expect that will be good for our business and for users. To address this 
opportunity, we created Google AdSense. Our Google AdSense program enables the web sites— large and 
small— that make up the Google Network to deliver AdWords ads that are relevant to the search results ox 
content on their pages, We share most of the revenue generated from ads shown by a member of the 
Google Network with that member— creating an additional revenue stream for them. Web sites can also 
license our Google WebSearch product to offer the Google search experience to their users. The key 
benefits we offer to web sites in the Google Network include: 

Access to Advertisers. Many small web site companies do not have the time or resources to develop 
effective programs for generating revenue from online advertising, Even larger sites, with dedicated sales 
teams, may find it difficult to generate revenue from pages with specialized content, Google AdSense gives 
these web sites immediate access to our base of advertisers and their broad collection of ads. In addition to 
helping web sites in the Google Network generate revenue more effectively, the automated nature of 
AdSense enables them to generate revenue more efficiently. 
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Improved User Satisfaction. In their quest for revenue, many Internet companies have cluttered 
their web sites with intrusive or untargeted advertising that may distract or confuse users and may 
undermine users’ ability to find the information they want, Some web sites have adopted practices we 
consider to be abusive, including pop-up ads or ads that take over web pages. We believe these tactics can 
cause dissatisfaction with Internet advertising and reduce use of the Internet overall. Our AdSense program 
extends our commitment to improving the overall web experience for users by enabling web sites to display 
AdWords ads in a fashion that we believe people find useful rafter than disruptive. 

Products and Services 

Our product development philosophy is centered on rapid and continuous innovation, with frequent 
releases of test products that we seek to improve with every iteration. We often make products available 
early in their development stages by posting them on Google Labs, at test locations online or directly on 
Google.com. If our users find a product useful, we promote it to "beta” status for additional testing, Our 
beta testing periods often last a year or more. Once we are satisfied that a product is of high quality and 
utility, we remove the beta label and make it a core Google product. Our current principal products and 
services are described below. 

Google.com 

We are focused on building products and sendees that benefit our users and enable them to find 
relevant information quickly and easily. We offer, free of charge, all of the following services at 
Google, com and many of them at our international sites, 

Google WebSearch. In addition to providing easy access to more than 4 billion web pages, we have 
integrated special features into Google WebSearch to help people find exactly what they are looking for on 
the web. The Google.com search experience also includes: 

■ Advanced Search Functionality— -enables users to construct mote complex queries, for example 
by using Boolean logic or restricting results to languages, countries or web sites. 

• Spell Checker— suggests alternate search terms when a search appears to contain misspellings or 
typing errors, 

• Web Page Translation— automatically translates web pages published in French, German, 

Italian, Portuguese and Spanish into English, or vice versa. 

• Stock Quotes — provides links to stock and mutual fund information. 

• Street Maps— provides links to street maps and directions. 

• Calculator— solves math problems involving basic arithmetic, complicated math or physical 
constants and converts between units of measure. 

■ De finiti ons — provides definitions for words or phrases based on content we have indexed. 

■ PhoneBook — provides U.S. street addresses and phone numbers for U.S. businesses and 
residences. 

• Search by Number — enables people to conduct quick searches by entering FedEx, UPS and 
USPS package tracking numbers, vehicle ID numbers, product codes, telephone area codes, 
patent n umb ers, FAA airplane registration numbers and FCC equipment ID numbers. 

• Travel Information — enables people to check the status of U.S- airline flights and see delays and 
weather conditions at U.S. aiiports, 

• Cached Links — provides snapshots of web pages taken when the pages were indexed, enabling 
web users to view web pages that are no longer available. 
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GoogUSeres. Google News gathers 

presents news stones in a searchable format *1™! ^ flese headlines are selected for display 
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entirely by a computer algorithm, without 10 s JUy different 

automated process to pull together rela \^ Lughoul the day, people 

viewpoints on the same story Because topic re updated ^on^ ^ ^ GoogleNe w S 

generally see new stones each time they check Google e . 
service tailored to 10 international audiences. 

peoples web experience through several innovative features, including. 
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Pop-up Blocker-blocks pop-up advertising while people use the web. 

. pageRank Indicator-displays Google’s ranking of any page on the web. 

. AutoFill — completes web forms with information saved securely on a user’s own computer. 

. Highlight-highlights search terms where they appear on a web page, with each term marked m 
a different color. 

. Word Find — finds search terms wherever they appear on a web page. 

Froogle. Froogle enables people to v^lperific ask— touting stores 

product search, Froogle applies the PO^ej of oursearch to bn l&^ wh ^ re P they can shop. Froogle users 
that sell the items users seek and P° 1 ^ * ™ and view product photos. Froogle accepts data feeds 
can sort results by price, specify a is U p4o-date and accurate. Most online 

Froogle displays relevant advertising separately from search results. 

GoogleOrmps. 

providing user, with tools to search, nad groups datitl beck to 1981-more 
Google Groups oomaitts .he enure J,i«t of diseourse and 

. , 

Google Wireless- Google Wireless offhM people eud vie Me]; of 

X'ZtbX f X^o g ”' “ Jess suppott, common mobile teK me. s^udarde, ioe.udmg 
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WML, HDML end HTML, and bmode end l-Sw ‘ U ° i * Id! Q °° 8!e 

Wireless is available thfough many wieless and mobile phone serv 

Google Web Directory Google Web Go^gkT s^ch Schntlogy with the 
numbers, maps and directions. 

Ooo.>. 

questions. Users set a fee they are willing to pay a reso0 nds usually within 24 hours. Google 

of more than 500 carefully screened f *^^^ stro S g communication skills who often have 

:=i" 

Goo ,/ e Catalogs With Google Catalogs, we provide access to the full content of more than 6,600 
mail-o^de/ satalogs, many of which were previously unavailable online, 

Google Print. Google Print brings informatiraorim^^ 
searchers. Under this program, we have beer SSSSg fte same technology we use to evaluate web 

improved. Cunent Google Labs examples include; t 

interests. 

. Google Deskbar — enables people to search with Google from the taskbar o f their computer 

without launching a web browser. 

. voice Search — enables people . m ^ ^ “ 6 

and hear Google search results read to them by a computer. 

. Proogle Wireless — gives people the ability to search for product information from their mobile 

phones and other wireless devices. 

Blogger, Blogger is a leading 

the web instantly using weblogs, or blo ® s ' % = Uy ^jogs ca n facilitate communications among 

Limited Availability Services. o'uTfte” Sluice, li Orkdt, an 

«*>■ - —*• -*■ “ w “ d 

who share their interests. 

Google AdWoris , 

Google AdWord. is our glob.1 ^£1^' te advertiser has to 

S!S"L SIS:"*-* - - — * 10 c, “ ,e ra ‘ bas ' d 
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ads, bid . * keywords the. will digger ihe 

SS SSSSl 1E22ZSK"* sign-P « •« *»* sn AdWcrda advertiser is 

only S5.00. 

' tite'^to T^tr ZrsU Lro Is. AdWord. to nuur, features dur, make it 
”“4l?™1a?»d campers for maidmum cfficicucy and cffecnv^s: 

. Campdlmmanuiemeet. 

that deliver the best results. 

. Keyword targeting. Businesses can wSTpage .wfflso offer tools that 

(keywords) entered by ussrs or f °^ “ keywords or ad text. These suggestions can 

advertiser. 

optimize their campaigns. 

. Budgeted delivery. Advertiser. causer daily budgeta formed campaign* and control tie tindug 
for delivery of their ads. 

. rerfinu . once reports. We provide condnuoua, dmeiy reporting of.be effectives of each ad 

campaign. 

* 48 

currencies. 

. AdWords discounter. This feature gives adve ^*' the 
CPCs because it automatically adjusts pnemg so that they never pay more 

next highest bid. 

increase the click-through rates and conversion rates mr then ads. 


ice on 


incrctt&c uic — 

. rerttealmarltetexperts. Spedalirta with experience in particular industries offer gui<ta« 

how to most effectively target potential customers. 

. Bulk posting. We assist businesses in launching and managing large ad campaigns with 

hundreds or even thousands of targeted keywords. 

Dedicated diem service representatives. 

better structure their clients' campaigns and to address the challenges g 
Google AdSense 

Our Google AdSense program enables the : web Mites m ^^webcontent. We share most 

from our AdWords advertisers. Targeting can be based on search resu 
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of the revenue generated from ad. showu by a member of the Ooogle Network with tot mentor. For 
network members, we offer: 

Google AdSense for search. For Internet companies with potentially large ^search i aui J«“ ces 'J e 
nff „ nn0( 5 e AdSense for search. Web sites use AdSense for search to generate additional revenue by 

to search results. Because we also offer to license our web se^ch 

technofogy along with Google AdSense for search, companies without their own search se ™ c * offer 
Google WebSearch to improve the usefulness of their web sites for their users while increasing th 

revenue. 

Google AdSense for content. Google AdSense for content enables web sites to E en ^“«venue 
from advertising by serving relevant AdWords ads targeted to web content Our automated technology 
T™b content and .er.es relevant adv.rti.tog, tonally to a ftoetton of. 

Se to? .ome of to tost content on to web comes tom web site, arnmg m reach .toll but togtoy 

si ^ &a ; di t^s ads ' For web sites "** 

more than 20 million page views per month, we provide customization services. 

Google Search Appliance 

w . rtrnvide our search technology for use within enterprises through the Google Search Appliance 
(r ^ A v jJl QS a i s a complete software and hardware solution feat companies can easily implement to 
extend internal or external information. ^ 

installed and launched to a. Me « une ttev need. 

S-wCSSsSirS. 

snippets, indented results and automatic conversion of Microsoft Office and PDF ues to 
: pp VI. t v r .. models' the GB-1001 , for departments and mid-sized companies, the ua ouuo, io 
is available m three models, tne ud iv ■ f f _ Hr . 0 we u s i tes an d, company-wide intranet 

8008. 

Technology 

sis 

users, 

Web Search Technology 

Out web search techhology u.es a cototoalionof tolmique. to 'jf 

page independent of a particular aearch query and to e peop!e ^ ro manipulate 
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PageRank and Ranking Technology. One element of our technology for ranking web pages is 
called PageRank. While we developed much of our ranking technology after the company was formed, 
Page Rank was developed at Stanford University with the involvement of our founders, and was therefore 
published as research. Most of our current ranking technology is protected as trade-secret. PageRank is a 
query-independent technique for determining the importance of web pages by looking at the link structure 
of the web. PageRank treats a link from web page A to web page B as a ‘“vote” by page A in favor of page 
B, The PageRank of a page is the sum of the PageRank of the pages that link to it. The PageRank of a web 
page also depends on the importance (or PageRank) of the other web pages casting the votes. Votes cast by 
important web pages with high PageRank weigh more heavily and are more influential in deciding the 
PageRank of pages on the web. 

Text-Match ing Techniques. Our technology employs text-matching techniques that compare search 
queries with the content of web pages to help determine relevance. Our text-based scoring techniques do far 
more than count the number of times a search term appears on a web page. For example, our technology 
determines the proximity of individual search terms to each other on a given web page, and prioritizes 
results that have the search terms near each other. Many other aspects of a page's content are factored into 
the equation, as is the content of pages that link to the page in question. By combining query independent 
measures such as PageRank with our text-matching techniques, we are able to deliver search results that are 
relevant to what people are trying to find. 

Advertising Technology 

Our advertising program serves millions of relevant, targeted ads each day based on search terms 
people enter or content they view cm the web. The key elements of our advertising technology include: 

Google AdWords Auction System. We use the Google AdWords auction system to enable 
advertisers to automatically deliver relevant, targeted advertising. Every search query we process involves 
the automated execution of an auction, resulting in our advertising system often processing hundreds of 
millions of auctions per day. To determine whether an ad is relevant to a particular query, this system 
weighs an advertiser’s willingness to pay for prominence in the ad listings (the CPC) and interest from 
users in the ad as measured by the click-through rate and other factors. If an ad does not attract user clicks, 
it moves to a less prominent position on the page, even if the advertiser offers to pay a high amount. This 
prevents advertisers with irrelevant ads from “squatting” in top positions to gain exposure. Conversely, 
more relevant, well-targeted ads that are clicked on frequently move up in ranking, with no need for 
advertisers to increase their bids. Because we are paid only when users click on ads, the AdWords ranking 
system aligns our interests equally with those of our advertisers and our users. The more relevant and 
useful the ad, the better for our users, for our advertisers and for us. 

The AdWords auction system also incorporates our AdWords discounter, which automatically lowers 
the amount advertisers actually pay to the minimum needed to maintain their ad position. Consider a 
situation where there are three advertisers— Pat, Betty and Joe— each bidding on the same keyword for ads 
that will he displayed on Google.com. These advertisers have ads with equal click-through rates and bid 
$1.00 per dick, $0,60 per click and $0.50 per click, respectively. With our AdWords discounter, Pat would 
occupy the first ad position and pay only $0.61 per click, Betty would occupy the second ad position and 
pay only $0.5 1 per click, and Joe would occupy the third ad position and pay the minimum bid of $0.05 per 
click. The AdWords discounter saves money for advertisers by minimizing the price they pay per click, 
while relieving them of the need to constantly monitor and adjust their CPCs. Advertisers can experience 
greater discounts through the application of our smart pricing technology introduced in April 2004. This 
technology can reduce the price of clicks for ads served across the Google Network based on the expected 
value of the click to the advertiser. 

AdSense Contextual Advertising Technology. Our AdSense technology employs techniques diet 
consider factors such as keyword analysis, word frequency, font size and the overall link structure of the 
web to analyze the content of individual web pages and to match ads to them almost instantaneously. > ith 
this ad targeting technology, we can automatically serve contextually relevant ads. For example, our 
technology can serve ads offering tickets to fans of a specific sports team on a news story about that team. 
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Large-Scale Systems Technology 

Our business relies on our software and hardware infrastructure, which provides substantial 
computing resources at low cost. We currently use a combination of off-the-shelf and custom software 
running on clusters of commodity computers. Our considerable investment in developing this infrastructure 
has produced several key benefits. It simplifies the storage and processing of large amounts of data, eases 
the deployment and operation of large-scale global products and services and automates much of the 
administration of large-scale clusters of computers, 

Although most of this infrastructure is not directly visible to our users, we believe it is important for 
providing a high-quality user experience. It enables significant improvements in the relevance of our search 
and advertising results by allowing us to apply superior search and retrieval algorithms that are 
computationally intensive. We believe the infrastructure also shortens our product development cycle and 
allows us to pursue innovation more cost effectively. 

We constantly evaluate new hardware alternatives and software techniques to help further reduce our 
computational costs. This allows us to improve our existing products and services and to more easily 
develop, deploy and operate new global products and services. 

Sales and Support 

We have put significant effort into developing our sales and support infrastructure. We maintain 21 
sales offices in 1 1 countries, and we deploy specialized sales teams across 1 8 vertical markets. We bring 
businesses into our advertising network through both online and direct sales channels. In all cases, we use 
technology and automation wherever possible to improve the experience for our advertisers and to grow 
our business cost-effectively, The vast majority of our advertisers use our automated online AdWords 
program to establish accounts, create ads, target users and launch and manage their advertising campaigns. 
Our direct advertising sales team focuses on attracting and supporting companies around the world with 
sizeable advertising budgets, Our AdSense program follows a similar model. Most of the web sites in the 
Google Network sign up for AdSense using an automated online process. Our direct sales force focuses on 
building AdSense relationships with leading Internet companies. Our global support organization 
concentrates on helping our advertisers and Google Network members get the most out of their 
relationships with us. 

Marketing 

We have always believed that building a trusted, highly-recognized brand begins with providing 
high-quality products and services that make a notable difference in people’s live9, Our user base has 
grown primarily by word-of-mouth, which can work very well for products that inspire a high level of user 
loyalty because users are likely to share their positive experiences with their friends and families. Our early 
marketing efforts focused on feeding this word-of-tnouth momentum and used public relations efforts to 
accelerate it. Through these efforts and people’s increased usage of Google worldwide, we have been able 
to build our brand with relatively low marketing costs, Today, we use the quality of our own products and 
services as our most effective marketing tools, and word-of-mouth momentum continues to drive consumer 
awareness and user loyalty worldwide. We do not promote products before they are successful for our 
users, preferring to test them until they achieve broad acceptance. We also engage in targeted marketing 
efforts, such as those we deliver to our advertising clients, designed to inform potential advertisers, Google 
Network members and enterprises of the benefits they can achieve through Google. 

Competition 

We face formidable competition in every aspect of our business, and particularly from other 
companies that seek to connect people with information on the web and provide them with relevant 
advertising. Currently, we consider our primary competitors to be Microsoft and Yahoo. 

We also face competition from other web search providers, including companies that are not yet 
known to us. We compete with Internet advertising companies, particularly in the areas of pay-for- 
performance and keyword-targeted Internet advertising, We may compete with companies that sell 
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products and services online because these companies, like us, are trying to attract users to their web sites 
to search for information about products and services, In addition to Internet companies, we face 
competition from companies that offer traditional media advertising opportunities. 

We compete to attract and retain relationships with users, advertisers and web sites. The bases on 
which we compete differ among the groups, 

f Users, We compete to attract and retain users of our search and communication products and 
services. Most of the products and services we offer to users are free, so we do not compete on 
price. Instead, we compete in this area on the basis of the relevance and usefulness of our search 
results and the features, availability and ease of use of our products and services. 

* Advertisers , We compete to attract and retain advertisers, We compete in this area principally 
on the basis of the return on investment realized by advertisers using our AdWords program. We 
also compete based on the quality of customer service, features and ease of use of AdWords, 

• Web sites , We compete to attract and retain web sites as members of our Google Network 
based on the size and quality of our advertiser base, our ability to help our Google Network 
members generate revenues from advertising on their web sites and the terras of agreements with 
our Google Network members. 

We believe that we compete favorably on the factors described above. However, our industry is 
evolving rapidly and is becoming increasingly competitive. Larger, more established companies than us are 
increasingly focusing on search businesses that directly compete with us. 

Intellectual Property 

We rely on a combination of patent, trademark, copyright and trade secret laws in the U.S, and other 
jurisdictions as well as confidentiality procedures and contractual provisions to protect our proprietary 
technology and our brand. We also enter into confidentiality and invention assignment agreements with our 
employees and consultants and confidentiality agreements with other third parties, and we rigorously 
control access to proprietary technology, 

Google is a registered trademark in the U.S, and several other countries. Our unregistered trademarks 
include; AdSense, AdWords, Blogger, Froogle, Gmail, Pm Feeling Lucky and PageRank, 

The first version of the PageRank technology was created while Larry and Sergey attended Stanford 
University, which owns a patent to PageRank. We hold a perpetual license to this patent In October 2003, 
we extended our exclusivity period to this patent through 201 1, at which point our license is non-exclusive. 

Circumstances outside our control could pose a threat to our intellectual property rights. For example, 
effective intellectual property protection may not be available in every country in which our products and 
services are distributed. Also, the efforts wc have taken to protect our proprietary rights may not be 
sufficient or effective. Any significant impairment of our intellectual property rights could harm our 
business or our ability to compete, Also, protecting our intellectual property rights is costly and time 
consuming. Any increase in the unauthorized use of our intellectual property could make it more expensive 
to do business and harm our operating results, 

Companies in the Internet, technology and media industries own large numbers of patentB, copyrights 
and trademarks and frequently enter into litigation based on allegations of infringement or other violations 
of intellectual property rights. As we face increasing competition, the possibility of intellectual property 
claims against us grows. Our technologies may not be able to withstand any third-party claims or rights 
against their U9e. 

Culture and Employees 

We take great pride in our company culture and embrace it as one of our fundamental strengths. We 
remain steadfast in our commitment to constantly improve the technology we offer to our users and 
advertisers and to web sites in the Google Network. We have assembled what we believe is a highly 
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talented group of employees. Our culture encourages the iteration of ideas to address complex technical 
challenges, In addition, we embrace individual thinking and creativity. As an example, we encourage our 
engineers to devote 20% of their time to work on independent projects. Many of our significant new 
products have come from these independent projects, including Google News, AdSense for content and 
Orkut, 

Despite our rapid growth, we constantly seek to maintain a small-company feel that promotes 
interaction and the exchange of ideas among employees. We try to minimize corporate hierarchy to 
facilitate meaningful communication among employees at all levels and across departments, and we have 
developed software to help us in this effort, Wc believe that considering multiple viewpoints is critical to 
developing effective solutions, and we attempt to build consensus in making decisions. While teamwork is 
one of our core values, we also significantly reward individual accomplishments that contribute to our 
overall success, As we grow, we expect to continue to provide compensation structures that are more 
similar to those offered by start-ups than established companies. We will focus on very significant rewards 
for individuals and teams that build amazing things that provide significant value to us and our users. 

At March 31, 2004, we had 1,907 employees, consisting of 596 in research and development, 961 in 
sales and marketing and 350 in general and administrative, All of Google's employees are also 
shareholders, with significant collective employee ownership. As a result, many employees are highly 
motivated to make the company more successful. 

Legal Proceedings 

From time to tine, we may become a party to litigation and subject to claims incident to the ordinary 
course of business. Although the results of litigation and claims cannot be predicted with certainty, we 
believe that the final outcome of such matters will not have a material adverse effect on our business, 
Regardless of outcome, litigation can have an adverse impact on us because of defense costs, diversion of 
management resources and other factors. 

In 2002, Overture Services (now owned by Yahoo) sued us, claiming that the Google AdWords 
program infringes certain claims of an Overture Services patent. It also claims that the patent relates to 
Overture Services' own bid-for-ad placement business model and its pay-for-performance technologies, 

We believe that the lawsuit is without merit and we will continue to vigorously defend the lawsuit litigating 
this case. If Overture Services wins, it may significantly limit our ability to use the AdWords program, and 
we aUo may be required to pay damages. 

Facilities 

We lease approximately 506,000 square feet of space in our headquarters in Mountain View, 
California under a lease that expires in 2012. We also lease additional research and development, sales and 
support offices in Amsterdam, Atlanta, Bangalore, Boston, Chicago, Dallas, Denver, Detroit, Dublin, 
Hamburg, Hyderabad, London, Los Angeles, Madrid, Milan, Mountain View, New York, Paris, Santa 
Monica, Seattle, Sydney, Tokyo, Toronto and Zurich. We operate data centers in several domestic and 
international locations. 
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